e e R T, A A TS IO R T 0 L e T T AR M b e LAl b e iy e

THE BIRTH
OF NEW CHINA

a sketch of one hundred years

1842-1942

Arthur Clegg

LAWRENCE AND WISHART LTD.
LONDON



DEDICATION

To the dockers of Southampton, Middlesbrough and Loridon who,
in 1937 and 1938, at a time when Neville Chamberlain and others were
writing a page of deepest shame in British history, held up. the banner
of freedom and friendship among men by refusing to load goods for
Japan or to unload Japanese goods;

to the Chinese seamen on British ships who have given their lives
bringing supplies to Britain so that Britain, Europe and the world
might be free from the Nazis;

and to those Chinese, British and other friends who have helped to
make this book

in the belief that the comradeship between the United Nations,
established in war, must and will endure and be strengthened in the
peace.

All Rights Reserved

First published April, 1943.

Printed by the Farleigh Press Ltd. (T.U. all depts.), Beechwood Works, Beechwood
Rise, Watford, Herts.



CONTENTS

CHAPTER ' PAGE
I. The Destruction of Old China 7 :
Part I. Manchu China '
Part II. Disintegration :
Part III. The Kuomintang and the 1911 Revolution i
1. The Fight Against the Warlords and the Foreign Imperialists 27 ' _
III. The Struggle for Unity ] ;
IV. The Course of the War ‘ 64 §
V.  The Battle of Production 79 g
VL. New China g 99 |
VIL. New World . 122
APPENDIX .
I The Three People’s Principles
11. Dr. Sun Yat-sen’s Will
III.  Declaration of the Central Committee of the Communist Party
of China, September 22, 1937
IV. Statement of the Central Committee of the Communist Party
of China on July 7, 1942
V. Wartime Government in China _
V1. The Hsien and the Growth of Democratic Government ‘
14
VII. Trade Unions in China
MAPS )
The Provinces and Communications of China 62
China: The Fronts 69
- China’s Industry at War v 81

FOREWORD

HINA is recognised as one of the great powers among the United

Nations, yet the problems of her people and their immense

contribution to the world war against fascism are still too little
understood and appreciated. This book is an attempt to outline some
of those problems and contributions in the form of a brief narrative
of the recent struggles of the Chinese people to build a modern nation
and their present endeavour to throw back fascist invasion.

Since it was written representatives of Britain and the United States
have met together at Casablanca to review the war situation and to
indicate an- Allied strategy for victory. Necessarily the major question
was the invasion of Europe and the co-ordination of Allied strategy
for the speedy defeat of Hitlerite Germany which, by reason of its
military and industrial strength, is the centre and core of the whole
Axis structure. At the same time this did not mean that the second
question, that of aid to China and co-ordinated strategy in the Pacific
between the United States, China, Britain and Australia for the defeat
of the Japanese end of the Axis was to be neglected. On the contrary,
General Arnold of the U.S. Air Force and Field Marshal Dill went
to Chungking to discuss with Generalissimp Chiang Kai-shek, and
statements were made showing that the position in the Pacific was
being faced. President Roosevelt spoke of the folly of wasting time
“inching our way from island to island ” across the Pacific and of
the importance of the drive against Japan from China. Moreover,
it has now been officially admitted that as.yet half the supplies sent
to China still remained in India, and officially promised, both in Britain
and America, that the number of planes on the route from China
to India would be increased.

But China needs more than arms, she needs machinery; for in order
to meet the tremendous wartime shortage of manufactured goods
Chinese industry must be increased. When one considers the assistance
that is being given by the Allies to the development of industry in
such countries as Brazil and Turkey then it is clear that China’s need,
the fulfilment of which is so necessary in the cause of victory, can
be met. '

Such assistance will also go far in advancing democracy and
strengthening unity in China. All sections of the Chinese people,
barring the small group of traitors that have followed Wang Ching-wei
into the service of the enemy, are united in resistance to Japan, but
the terrific economic difficulties of the war have led to most severe

. strains. How these strains can be lessened while preserving the unity

of all classes was indicated in a recent speech of Mao Tse-tung,



General Secretary of the Communist Party of China, to the People’s
Political Council of the Special District. He said :

“Regarding agrarian problems, on the one hand we advocate a
policy of reducing rents and interest so that peasants can have food
and clothing; on the other hand we recognise the payment of rent and
interest as obligatory so that the landlords can also have food and
clothing. Regarding the relations between labour and capital on the
one hand we aid the workers, but on the other hand we carry out a-
policy of industrial development which provides the capitalists with
profit. These measures are intended to unite people of all classes.”

But industrial development, which is the main solution of this war
problem, is also imperative for the building of new China on secure
foundations, and it can only be carried through with genuine assistance
from abroad.

China is not only the country whose civilisation is oldest amongst
present nations, she is not only the country whose inventions of
printing and paper, and whose discovery of the magnetic compass
quickened the life of Europe at the beginning of the Renaissance, but,
as Dr. Hu Shih has recently reminded us, she is the first non-European
nation to have discarded the monarchy, established a republican form
of government and endeavoured to work out its own constitutional
development.

Today, in the course of this war and despite all difficulties a new
renaissance is occurring, whose importance can only be estimated
against the background of China’s now dying feudal and semi-colonial
past. Aided by her Allies China, through this renaissance, through
strengthened and developing unity, and through the defeat of the whole
Axis, will “ continue its democratic evolution along the main lines laid
down by Dr. Sun Yat-sen” and again help to quicken the culture of
the world.

A.C.
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THE DESTRUCTION OF OLD CHINA

‘ They grasp their jade drum-sticks:
They beat the sounding drum’
Heaven decrees their fall.”’*

To the Jesuit missionaries and European intellectuals of the first
half of the 18th century China seemed the most cultured, civilized,
well-governed and wealthy country in the world. Voltaire sang its
praises. ‘

The history of China for the last hundred and fifty years is the story
of the destruction of that China and the beginnings of the emergence
of a new one. :

I
SOCIETY AND GOVERNMENT IN MANCHU CHINA

Chinese Society

China in the eighteenth century was a country of peasants and land-
lords, with groupings of guild artisans and guild merchants. Classic
feudalism with serfs tied to the land and a hierarchy of feudal lords
had ended in the third century B.C., but society and economic life
remained largely feudal, for the basis of power was still the land.
However, the rule of the state bureaucracy, made necessary by water
control* the possibilities that existed for buying and selling land;
the altered position of the peasantry; and the growth of trading
capital all played their part in determining the nature of Chinese
society for the following two thousand years. The vast majority
of the people were peasants, some owning their own land, others,
under a variety of tenure, holding all or part of their land from
a landlord. For this they paid rent in kind, usually rice, and only
exceptionally in money. Under one form of tenure they could be
driven from the land at the landlord’s will ; under another, where the
landlord owned only the subsoil and the surface still belonged to the
original peasant owner, tenure was permanent. On the death of a
father the land was usually divided among the sons, the oldest getting
a slightly larger share than his brothers. Thus the natural growth of
population led to a steady parcelling of land while the method of
division often scattered the portion held by one man into little tiny
strips in different parts of the same village. In the north, wheat and

* Poem by Ch’u Yuan, 332-295 B.C., trans. Arthur Waley.
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millet were the chief crops, the Yangtze valley and the south were

" rice lands. 'Wool came from the north, silk largely from the Yangtze
valley. and cotton was widely grown. There were few peasant homes
where textiles were not made, the country people being too poor to
buy the cloths of the town artisans. Often through poverty they were
compelled to work for the merchants.

Small farming is not only a matter of labour and land. Seed grain,
tools and draught animals are all necessary to work even a small
farm, and the difficulty- of obtaining them is one of the gravest handi-
caps of the small peasant. The Chinese peasant had also to pay taxes
and rent on his land.* In bad periods the farmer might lose his
animal, or have to eat his seed grain, or lose his tools and house in a
flood, or be unable to pay his taxes. Then he had to borrow and,
once in debt, if after a period of years he could not repay the principal
then the lender could claim the subsoil of his land. From then on
the “free” peasanf was a tenant. Moreover, as landlords received
their rent chiefly in kind, they and the merchants with whom they
dealt were the only people with rice and grain stores enough to outlast
a period of drought or flood. Thus, having a corner in the market for
food, they could push up prices further to the disadvantage of the
peasant.

Officials and merchants would buy land as the safest form ot
holding wealth, moneylenders and pawnbrokers and landlords who
made advances to peasants would acquire holdings of lar}d, new land
opened up by canals would be given to soldiers or officials, or sold.
Thus in periods of civil peace landlordism grew. .Apart from land
held by individual landlords there was clan land (in some cases the
peasants of a village were all of the same “ family ’.’) whose origin dated
back to days when Chinese society was in its tribal stage. In act.ual
fact such land was almost the property of the head of the clan, subject
to certain customary rules. Temples might also own land. In theory
all land belonged to the Emperor, in actual fact he only had control
of his own large estates. After the Manchu conquest, the Manchu
nobles, too, had large estates.t Compared with European landlords
of then, or of today, Chinese landlords were small. There was no

* The chief tax, the land tax, was only paid by the legal owner of the land, but
registers were often out of date, so that tenants often .had to pay the tax as
well as rent. The last comprehensive land survey in China was in 1577. (This
survey is still the basis of the land tax in China today.) In addition there were
consumption taxes like the salt tax.

+ Tn the latter nart of the 19th century the Manchu nobles and Chines'e ofﬁcna]s
began to usurp the Government, Royal and other estates. At the beginning of
the 18th century privately owned land was some 50 per cent of the total; Royal
land, Government land, Manchu banner land and Temple land amounted to 40
per cent. (Agrarian China, London, 1939, article by Sun Shao-tsun.) .

In 1885, out of a total cultivated area one and a half times as la_rge as in ghe
earlier estimate, 70 per cent was privately owned, the other categories (including

frontier land) amounted to 19 per cent. (Ta Tsing Hui Tien, quoted from_

Government of China, P. C, Hsich,)
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law of entail to keep the estates intact and they were constantly sub-
divided, while the high rate of exploitation of the peasants and the
richness of the land, which in parts yielded two or more crops of rice
in a year, maintained a landlord family on quite a small estate. When
exploitation by landlord, moneylender and imperial taxation grew
absolutely unbearable the peasants revolted (though big revolts were
separated by hundreds of years) and they burned title deeds,
destroyed landlords’ houses and families, thus clearing away a whole
load from their, shoulders only for the process to begin all over again.

Chinese agriculture was especially dependent on water control. In
some parts canals had to be dug to irrigate the land, in others massive
embankments were needed to prevent rivers flooding.  The first
considerable canals were built in China in the seventh and sixth
centuries B.C. “ Water benefits,” as they were called, played a big
part in determining the victor among the feudal principalities of early
China, helping the feudal state of Chin to conquer all its rivals.
Efficient water control needed the political unification of a whole
river valley. Thus we find that the Chinese state first controlled the
whole of the Huang Ho valley in the north, then spread. to the
Yangtze, which river systems were later linked by the Grand Canal,
and lastly to Canton. Water control necessitated the unification of
China, the centralisation of state power and gave rise to the great
bureaucracy.*

From the third century B.c., water control and the collection of
tribute (taxes) arising from it were the main functions of government.
Canals also served other purposes besides those of agriculture, They
were the prime means of transporf. Along them went soldiers to
all parts of the Empire, they bore the grain tribute of the imperial
taxes to the capital, they were the main channels of trade.

Thus the great mass of the people were peasants, the landlords
formed the ruling class and the necessity for water control welded the
country into a unity. At the same time, canal communications; the
peasants’ need for metal tools; the soldiers’ need for weapons; the
universal need for salt; the desire of the court officials and landlords
for luxuries; trade in different products between north and south,
and with the outlying lands to the north, with the islands of the
South Seas, and, through Arab and other intermediaries, even with
Europe had given rise to a merchant class ranging from simple pedlars
to wealthy mercantile families (whose trade helped further to unify
the country) and had developed a class of craftsmen organised in guilds
and often itinerant. From Canton, Chinese trading and mining
colonies spread to many islands in the South Seas, founding, for
example, the Chinese gold mining republics in Borneo. Banking
began in the third century. Cheques and bills and d.afts

* For a very interesting account of the importance of water control in Chinese
history see Key Economic Areas in Chinese History. Chi Ch’ao-ting, London, 1936,
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and paper money were known in China 300 years before
Europe. The merchant and craft guilds, organised on 2 town and
provincial basis, were not part of town government as in mediaeval
Europe, but were fairly powerful, and their elective constitutions
provided the one element of election in Chinese social organisation.
However, the full development of trade was- held back by differences
in local currencies, and weights and measures, and from time to time
imperial edicts added additional handicaps.

There was also a scattered proletariat. Landlords who farmed their
own land and richer peasants hired labourers, of whom some would be
poor peasants trying to add to their income, but others would be land-
less. In the towns the guild masters employed journeymen and
apprentices who, except on the occasions when they found it necessary
to form their own independent temporary organisations, were guild
members. There were paupers too in the towns and almost outcast

scavengers. Semi-slavery in household service and even hereditary .

agricultural bondmen were rot unknown. In the family the father
ruled, the wife and children were subordinate. Wealthy men took
more than one wife and the parents arranged the marriages of their
children, often settling the matter while the children were still infants.
Probably less than one per cent of the people could read and write
properly. Apart from a few towns, China was a country of thousands
of slow-moving, relatively isolated villages, some smaller, some larger.

In contrast to Europe, however, hereditary titles were unimportant
and, even under the Manchus, what titles there were, were automatically
extinguished after a few generations. Nor did China suffer from a
monopolistic, powerful and power-hungry Church, and, for the most
part, her rulers showed considerable religious tolerance.

But the hand of orthodox Confucianism, enforced through the
examination system, lay heavily on intellectual initiative. Confucianism,
which advocated benevolence, justice and correct behaviour, was a
ruling class theory. It originated as a code of behaviour for the
gentry and a system of precepts for feudal lords to observe in order
to maintain their position in the troubled times of the feudal wars.
Confucius said, “If those in the higher ranks of society be devoted
to ritual, then none of the common people will dare not to venerate
them. If they be lovers of justice, then none of the common people
can dare not to obey them.” (Analects xiii 4) Or again, “ Let your
desires be good and the people will be good. The wind is the
characteristic of the ruling class, the grass of the plebeian class. When
the grass encounters the wind it always bends.” Similarly Taoism, the
second great Chinese religion : “ Let nothing desirable be visible; this
will save the people’s minds from confusion. This is why the sage’s
form of government empties the people’s minds and fills their
stomachs.” (Tao Te Ching, ch. 3) And, “In the old days those who
were capable of practising the Tao (the Way) did not use it to
enlighten the people: They set out to make them ignorant. The
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people are hard to govern because the »

}}'Iepcius, the great Confucian sage of theyth?rrg czz(zuf:le‘];eé (lclh' 6'5.)
* without the gentleman the peasant cannot be governed‘ ai“;v ; ;ald’
the peasant th_e gentleman has nothing to eat,” however, justifi sv s
against the king in certain circumstances: “ A man vs;}i]o 1s " r%dt
and a robber is rightly described as a man of no account 4 fuh o
heard that Chow (a former king), a man of no account was .ex ta ‘clie
I haye not heard of it as regicide.”* The Confucian clas o e'1i
p?oK/l[ded hthe dqminang mental atmosphere for the gentry andsift%csigls
Eeld Sz;r::y'u China while among the mass of the people superstitions

Such, then, was the structure of Chinese i i i

. > , ! society which in 1
elgl:lt'eﬁe:dthf centurfyfhad existed for nearly two thouZand year;nasths
modii orm of feudalism, changing but slowl] e
fuling theories. : y, and such were the

The Manchus and their Government

In those two thousand years from the Chin : i
many imperial.dynasties had risen and waneclt.0 tﬁz ?dgrclilz;tEmplre
old so population pressure on the land would jncrease 1and1’8r§§:nvz
would .become more rampant, and taxation; due to t,he increasin
corruption of the imperial system and the overloading of the civ%
service, more excessive.f Peasants’ revolts would begin, and civil waxl-
which, after t.remendous destruction of life and of title’ deeds and th .
temporary splitting of the country into independent states, would .
the way either fo_r a new dynasty, often established bya pez’isan.t solg?e‘:
or for a barbarian conquest. It was in such troubled times that th’
Manchus established their control over China. o e

An obscure Mongolian people in the sixtee
nth century, th
first conquered the northern corner of China. Then, inv}i,’;ed ?nlt\gag‘;l?rtl:

by an ambitious general in troubled times i 3 i
s es in 1644, they set up their

) They took over the previous system of govern i

tions. The emperor was advised by a cabinet orfnefgturw ggicf?avli ertl%ra-
council composed of the heads of the six boards: the Civil Board ia
charge of all civil service appointments, the Boards of Revenue rf1
Qeremomes, and of Punishments, the Board of Works, which su’ .
vised water control, and the Board of War, which cont;olled onlyptel;e-

* Quotations from Chinese Philosophy i i
ation: phy in Classical Times. E
(‘E};verymans Library, London, 1942. Apart from the ruling class poiitilzél El%%l:fess
ere were also primitive elements of dialectical, materialistic and scientific thought

in some of the early writers and i i i
sty y 1s and in the pithy proverbs and sayings of the common

T For examnle. 1nder Kang Hsi, th
X . : . the second Manchu emneror. the
ie:p::dnture over 36 years is said to be less than was spent in pz;.lace é?(?;n?l?tlﬁce
< 7\4 ycall-1 by the later Mmg emperors whom the Manchus succeeded Und:
T Manchus, palace expenditure grew increasingly and taxation with it )
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local Chinese forces and not the Manchu armies and garrisons.
Other central departments were the Mongolian superintendency, which
controlled all the outlying territories of the north, the Court of Censors
whose job it was to criticise the emperor and the whole administration,
and the famous Han-lin college which supervised the entrance examina-
tions to the civil service. The emperor ruled by decree but he was
bound by the advice of his two councils and by tradition. Actually
the chief work of the central government consisted in keeping a
check on the provincial governments and seeing that taxes came in
regularly.

China proper was divided into eighteen provinces, each with a
governor responsible to the central government but exercising all the
functions of government within his province.* The provinces, as large
as European countries, were sub-divided, the smallest unit being the
hsien, or district (like an English county or a sub-prefecture in France).
The hsien was the basis of the whole structure of government. The hsien
magistrate was ruler, judge, tax-collector, canal controller, police chief,
bandit suppressor, and so forth, for his area. As this was usually the size
of an English county he needed to take on subordinates, but they were
not really members of the civil service and he was responsible to
his superiors for all their actions. He appointed the village headmen
and the headmen of the various sections of the town under his control,
and actually operated the famous pao-chia system, whereby families
grouped in numbers of 100 (chia) were made collectively responsible
for the criminal actions of their members. . This repressive system had
been adopted by an earlier regime to check tendencies to
rebellion.t The magistrate’s official house was called the yamen and
the attitude of the peasants to the government was summed up in the
proverb: *“While ye live enter not a yamen: when ye die descend
not into hell.”

All civil servants were appointed by the central government. In
the 18th century appointment was almost entirely through examina-
tion. There were special rules to prevent corruption and disaffection,
such as appointment for only three years at a time and the rule that
no man might serve in the province where he lived. The central
government also had the power of dismissal. While few sections of
the population were debarred from entering the civil service, education
was long and expensive, so few but the sons of the wealthy could secure
positions. - Also in their districts the officials naturally moved among
the local gentry. Merchants were an inferior section of the popula-
tion.....As Lord Napier was told by a high official in 1834, “ The
Celestial Empire appoints officials—civilian to rule the people, military

* Sometimes a ** Viceroy ” or ‘ Governor General would have control over
two or perhaps three provinces. Under separate command in the provinces were
the provincal armies. but in the 19th century the Viceroys and Governors, faced
with foreign aggression, began to raise their own forces.

+ The pao-chia system seems to have been first introduced by the Ch'in emperors
(221-206 B.C.) and was re-introduced from time to time by other dynasties,

.
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to intimidate the wicked ; but the petty affairs of commerce are to be

directed by the merchants themselves.”

One of the most important functions of the district magistrate was
the collection of taxes, of which he could keep 10 per cent for the needs
of his district afid for himself. It was the great concern of the imperial
government to see that its quota came in regularly. Chief of these
taxes was the land tax ; salt was taxed at the mines, customs duties
were charged at the ports, and there were minor taxes on registration
of land sales.

Considerable elements of this system, both social and political, still
remain in China today, especially in the rural areas.*

The non-Chinese Peoples, Quter China and the Manchu Tributaries.

Both in the eighteen provinces and outside in other territories ruled by
the Imperial Government were peoples who lived under different
social systems. In the mountainous parts of Kweichow, Yunnan and
Szechuan were primitive tribes practising slavery, with primitive agri-
culture and animal raising, living under the rule of their own chiefs,
whose position often approximated to that of early feudal lords. These
peoples were being slowly pushed back into the less fertile valleys by
Chinese settlers. North-eastern China, the corner where the Manchus
had first set up their kingdom, was kept by them in a completely
feudal condition with big estates owned by Manchus and some of the
original Chinese, and worked by Chinese immigrants whose position
was that of serfs. After the loosening of immigration regulations in
1703 these Chinese labourers came in in increasing quantitiest On
the plains, both north and south of the Gobi desert, lived the Mongols,
a pastoral people under the rule of princes and divided into “Banners”
that retained little of the cohesion given to them in the days of Chinghiz}
In the south of the desert, in Inner Mongolia, they were already
falling back from the pressure of Chinese agriculture and Chinese
traders and moneylenders. In Sinkiang (Chinese Turkestan), once the
great silk road to Rome and mediaeval Europe, lived a. motley of

* See Peasant Life in China, Fei Hsiao-tung, London, 1939; and The China of
Chiang Kai-shek, P. M. A. Linebarger, Boston, U.S.A., 1941, who says (p. 106),
speaking of the rural areas:— ’

“The Chinese land problem cannot be understood.except at the political-
economic nexus, where low political morale exposes the farmers to the unrestrained
Fow&ver of the gentry, acting in the triple capacity of officials, landlords and money-
enders.” R

+ In 1907 these parts which the Manchus had previously maintained as their
own preserve were divided into three provinces like all other Chinese provinces.
Aq the population was then over 95 per cent Chinese, ‘“ Manchuria ” ceased to
exist separate from China except in the eyes of predatory powers.

.I Chinghiz Khan, the 12th century Mongol prince, who formed the Mongolian
tr-‘jes into military * Banners ** and beean the conquest of Central Asia and
China. The form of *“ Banner ” organisation remained after the disruption of
the Mongol empire. It was also the form of organisation of the Manchus, See
Jenghis Khan, Ralph Fox, London, 1934, i
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Mohammedan people of various races and tribes—Uighurs, Kazaks
and others, with a sprinkling of Chinese merchants, officials and the
descendants of Chinese soldiers sent to the frontier. Tibet, ruled by
a Buddhist theocracy and inhabited by wild and primitive people who
‘lived by cattle raising, hunting and trading skins for Chinese tea and
silk, owed direct allegiance to the Emperor, whose oﬂicmls ruled in
Lhasa alongside the Dalai Lama.

Outside this system of direct rule were countries paying tribute to
China. The Kingdoms of Annam, Korea, Siam, Laos, Sulu (now in the
Netherlands East Indies) and the Liu Chiu islands, and, at the end of the
18th century, Burma and Nepal.

o
DISINTEGRATION

“ Big Sister weaves cloth,
Big Brother sells cloth.

Home-made cloth coarse;
Foreign cloth fine.
Foreign cloth cheap.

The rich man likes it.

Home-made cloth nobody wants.
Starving ; Brother and Sister! *

Under the first four Manchu emperors many canals were built,
others improved, and a period of great prosperity began. The
reign of the fourth emperor, Ch’ien Lung (1735-1795), brought the
Manchu empire to the peak of its prosperity and power. Opposition
to the Marnchus was at its lowest ebb. But the slow working of social
forces was gradually undermining the imperial structure. For one
thing there was increasing pressure on the land. Some calculate the
increase in population of China from 70 millions in 1650 to 340 millions
in 1850, while cultivated land only doubled between 1661 and 1881.
The rebellion of the famous secret society, the White Lotus sect, in
the 1790’s was the first sign of the increasing unrest.}

* “ The Song of .the Cloth-Seller,” quoted in Living Issues in China, by H. T.
Hodgkin.

t The Chinese, Their History and Culture, K. S. Latourette, London, 1934,
Vol. 2, P. 8

1 In China, from the fourth century onwards, secret societies had been the
main form of organised political opposition. They still exist today. The Kuomin-
tang was originally formed from five patriotic secret societies. In the towns in
the 20th century secret societies deteriorated, often assuming the double function
of Tammany Hall and Al Capone. But in the present war many have taken on
the patriotic task of murdering puppet officials. In the countryside the societies
are usually landlord dominated, but in the war many of those societies which are
primarily peasant societies, e.g., the Red Spears, have formed guerilla units. See
also Appendix V,
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Foreign Trade

The Portuguese were the first Europzans to come to China by sea.
They arrived in 1511. They were well received until one of their
captains tried to carve a little kingdom for himself on the coast. After
them came the Spaniards who, fearing the power of the Chinese in the
Philippines, soon fell to slaughtering them there. In 1603 they killed
some 20,000 Chinese. The Spanish, bringing tobacco from their
American colonies, - introduced the habit of tobacco smoking into
China. They were followed by the Dutch, who, having no tobacco
but being able to get opium from India, most probably invented the
system of opium smoking. Previously the Chinese, like other Eastern
peoples, had not smoked opium. Thzy had taken it as a medicine or a
pill to prevent malaria. When the British arrived they announced
themselves by bombardirg the forts outside Canton because they were
kept waiting for a permit. All the early merchants wanted Chinese -
goods—silks, teas, cottons (nankeens), but the Chinese did not want the
goods the Europeans had to sell and insisted on being paid in gold and
silver. Even opium was not at first a popular line to push. In 1729,
when opium smoking was forbidden in China, its import was still small.

Other trade continued and European merchants were allowed to
establish trading posts near Canton: In Europe the right to trade with
China was sold by various governments to monopoly companies, thus
giving the government a share in the profits. In 1702 the Chinese
Emperor adopted the same system, giving one merchant the complete
monopoly of trade with Europeans provided he paid over a sufficient
share of his profits. Opposition of other Chinese merchants changed
this later into a group monopoly known as the Hong. The Chinese
Government was not interested in trade but in revenue. It increased
the customs duties and confined all European trade to Canton in order
the better to collect its revenues. But still European traders often
made a profit of 500 or 600 per cent on their voyages to China, and
the Chinese merchants similarly became wealthy.

During the 18th century, by increasing their control over India, the
British managed to squeeze most of their rivals out of the China trade.
Thus, at the turn of the century the position at Canton was one of two
monopolies facing each other—the Chinese Hong and the British East
India Company. The East India Company was not entirely satisfied
with the situation however. It tried to find a route to China through
Tibet and failed. Two British missions were sent to the Emperor,
refused to do the ceremonies of the Chinese court and returned
empty handed. Meanwhile the Company began to engage in. opium
smuggling in a big way, growing the opium in India (opium was a
company monopoly in Bengal) and selling it in China. The chief legal
line of trade was selling raw cotton from India. In the early 19th
century opium smuggling expanded rapidly : in 1818 over 14 million
dollars worth were smuggled, in 1813 over 12 million dollars worth.*

P *96ntemational Relations of the Chinese Empire, H. B. Morse, London, Vol. I,
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After the passing of the Reform Bill in Britain in 1832 monopolies
were under heavy fire and the Company’s exclusive monopoly of the
China trade was withdrawn; consequently the number of British ships
at Canton increased and opium smuggling shot up.* The Chinese
Government tried unsuccessfully to stamp it out.

Two new factors now appeared in the situation. First, the Chinese
Government were suspicious of British intentions. In 1816 British
forces invaded Nepal, broke its connections with China, and set up
a residency there. In 1824 they went to war with Burma and seized
two coastal provinces. Second, on-the British side, the ending of the
monopoly of the East India Company’s trade with China had not
expanded the China trade enough to suit Lancashire cotton merchants,
now clamouring for wider markets, while the ending of the British
monoply had enabled the Hong monopoly to put up the prices on
exports by 25-55 per cent and on imports by 9-15 per cent. In 1839 and
1840 the chambers of commerce of all the chief cities of Britain called
on the Government to open the China trade. Moreover, as was pointed
out, since Singapore had been taken in 1819, there was a naval base
from which to attack China and heavily-armed British men-of-war
could easily defeat the light junks of the Chinese. Therefore, when in
1840 a dispute arose in Canton over opium smuggling, the town was
bombarded, seized and forced to ransom itself. This was the first Opium
War. In 1842 Shanghai was taken. Thus threatened, the Chinese
.Government signed the Treaty of Nanking (1842), which was “the
foundation of all foreigners’ relations with China,” and by which five
Chinese ports, among them Shanghai, were opened to foreign trade;
export and import duties were reduced to about 5 per cent; British
citizens were, when accused, to be tried by their own law and their own
consuls; the Hong was abolished and, apart from the individual
ransoms of various towns, China paid a heavy indemnity. Next year
the British Commercial Treaty (1843) extended Britishers’ privileges
by having land set apart for their residence, and by allowing British
cruisers to be stationed in Chinese ports to maintain order.t Later,
with a small display of force, the United States and France got similar
treaties.

The British treaty stated: “ Regarding the punishment of English
criminals, the English Government will enact -the laws necessary to
attain that end and the consu] will be empowered to put them into
force.” The American treaty said: “Citizens of the United States
who may commit any crime in China shall be subject to be tried and
punished only by the consul or other public functionary thereto
authorised according to the laws of the United States.” None of these
treaties legalised the opium trade. Therefore it was necessary to

* [n 1836/7 $19.9 million worth of opium was smuggled.

t It also contained a most favoured nations clause by which all privileges
extended to other foreign powers were automatically extended to Britain. Other
powers followed this example so that a gain for one power was a gain for all.
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include clauses preventing the Chinese from dealing with smugglers. -
Such were the famous “ extra-territorial”’ rights of foreigners. The
consequence of the clauses, with later refinements, was that “ by it
(extra-territoriality) the foreign resident in China is subject to no one
provision of the law of China, either as to his person or to his property,
but at all times and in all places is entitled to the protection of his own
national law administered by his own national officials.”*

This was the first breach in China’s defences, but foreign merchants
were far from satisfied. . :

British and later other vessels now began a trade in Chinese flesh.
Chinese were lured or drugged or kidnapped (Shanghaied) on board
British vessels and then sold as contract labourers in the West Indies
(where the ending of the slave trade had left an unsatisfied demand for
cheap labour), the United States and elsewhere. In 1852 rioting broke
out in Amoy against the forcible abduction of whole shiploads of
Chinese, and a British naval force had to be landed.f Foreign
merchants therefore put down the riotous behaviour of the Chinese as
one item in their list of complaints. In addition, cotton manufacturers
wanted still more ports opened. '

The opium trade continued: about a fenth of the revenue of
the Government of India depended on this trade. In 1857
the Chinese authorities in Canton arrested a small Chingse smuggling
boat flying a British flag. The British claimed that extra-territorial
rights went with the flag. They seized Canton. The second Opium War
began. Three years later British and French troops occupied Peking
and the British troops were ordered to sack and loot the famous
Summer Palace containing priceless treasures. As a result there
were further treaties. New ports were opened, there was a heavy
indemnily, the opium trade was legalised and the foreign customs
were put under the control of a British officialf The right
«of foreigners to travel everywhere was granted, Christian propaganda
was permitted and the Catholic church was allowed to buy land. The -
emigration of contract Chinese labour to foreign lands was.
sanctioned, penalties were provided for anti-foreign * outrages,”
embassies were installed in Peking, and China was compelled to add
a Foreign Office to her other organs of government. Tsarist Russia,
the United States and Germany soon secured the same privileges. In

-* H, B. Morse, Trade and Administration of China, p. 183.°

+ This Chinese contract labour system was still in operation in the 1920’s.
Even today Chinese seamen serving on British and other European ships have not
enti.ely managed to smasn its remnants. As late as 1939 they had to sign con-
tracts binding them to serve a company for two years at the lowest wage rates in
the world. The Chinese seamen's agreement of 1942 and the wartime revival of
the Chinese Seamen’s Union may be the end of the system.

1 * Harry them, harry them every day of the week,” was the motto of Sir
Robert Hart, the second of the British Chiefs of the Chinese Maritime Customs,
for dealing with Chinese. The treaties resulting from the Setond Opiumr War
were the Treaty of Tientsin (1858) and the Convention of Peking (1860).
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1861 the first foreign “ concession,” an area of China completely ruled
by foreigners and excluded from Chinese law and government, was
set up in Ningpo, and this system spread rapidly to most of the ports
where foreigners had the right to trade.

The two Opium Wars and the consequent treaties broke the back
of Manchu China. Needing funds to pay indemnities at a time when
foreign control of customs rates was cutting down its revenue, the
Government first began to sell places in the civil service, in all ranks
save the highest (1843). Then in 1853, to make up for the dues lost
at ports, an internal system of taxes on goods in transit inside the
country (likin) was enforced.* When the people took the opportunity
to revolt, the Manchus needed foreign help to suppress them, thus
placing themselves in a state of dependence on fore.gn aid against the
people. After the 1870’s the Government had to borrow increasingly,
thereby aad.ng inferest paymeants to its other expenses. To save money
the irrigation system was allowed to fall into disrepair. Five million
people died in the winter of 1877-8 in Shensi province alone. There-
after floods and famines were frequent.  Foreign merchants were
always pressing their governments for an indemnity from China for
some damage, fanciful or real, to their goods or property. In 1881
Japan szized the Liu Chiu islands. Tsarist Russia got an indemnity
in 1885, there was war (undeclared) with France from 1880 to 1885,
and with Japan in 1894-5 which led to a further heavy indemnity. By
1900 loans had been forced on China totalling £541 millions.
They came chiefly from British and German banks. Interest and
sinking fund amounted to £3 millions a year out of a revenue of
£10 millions. In 1902 came the Boxer indemnity. After 1895 the
budget was never balanced, despite increasing taxation. In 1907 over
40 per cent of total government income was paid away in indemnity
payments and in interest on foreign loans. The Manchus had become
scarely more than an interest-collecting agency for foreign' creditors.

The early treaties with China had been directed towards opening
Chinese ports to foreign goods. By the 1870’s the increasing pressure
of world trade led to a drive to open up the interior markets of China.
By the Chefoo Convention of 1876 Britain secured the right to develop
trade routes through Burma into Yunnan, and another route through
Tibet, while British goods, after a small payment, were to be exempted
from likin. France, to secure her own route into Yunnan, fought the
five-year war .with China which ended by French annexation of
Annam and Tonkin (Indo-China).t Tsarist Russia pressed into
Sinkiang. In 1891 the Trans-Siberian railway was begun. America
opened Korea in 1882, and Britain temporarily seized a port there.

* Likin was not, as is often said, the resuit of the Taiping rising, but of the
opium wars and consequent treaties. Why China Sees Red, Putnam Weale,
London, 1926, p. 165.

+ Dw-ing this war. 1881-5, verhaps the first modern strike in China occurred
when Chinese labourers refused to work on a damaged French cruiser that put
into Hong-kong dockyard for repairs.
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Then interest in China as a market for goods began to change to
interest in China as a field of capital investments., Financial groups
of all the powers began to talk of building railways. In 1894 Japan
struck, declared war on China, defeated her, seized Formosa and the
Pescadores islands, got a large indemnity and secured permission for
foreign-owned factories to be set up in China. That started a real
scramble. Germany took Tsingtao; Britain, Wei Hai Wei and Kowloon;
France, Kwangchow Wan; Britain secured domination over all the
Yangtze valley, Germany over Shangtung, Japan over Fukien. With
this went a scramble for railway concessions and mineral rights. Each
opportunity provided: by any sign of anti-foreign feeling in China was
used by the foreign Powers, not just to obtain redress for the victims
or for the damage done, but to seize new privileges and obtain further
indemnities.

The United States during this time (February-December, 1898) had
been engaged in.a war with Spain to wrest from her the Philippines,
so that it could become the American gateway to China. By the time
Spain was defeated, and partition of China into spheres of influence
had been well nigh completed. So, to prevent this ending in the
division of China into complete colonial areas of the foreign powers,
the American Government in 1899 announced the *Open Door”
doctrine in its first form; this, while recognising spheres of influence,
declared against further special privileges which would injure the treaty
rights of other powers. Here the U.S.A. was supported by Britain, who
feared that further partition would injure her dominant position in
China as a whole.

Angered by all this contemptuous humiliation of China, the land-
lord officials of the Manchus tried, in 1899, a last attempt to free them-
selves from the imperialist shackles closing in on all sides. They
encouraged - a landlord-dominated secret society, “The Society of
Harmonious Fists,” to turn the growing unrest of the peasants into
a massacre of foreigners resident in North China. This rising, known
to Europeans as the Boxer Rising led to the occupation of North
China by the troops of all foreign imperialist powers, under a German
commander; the largest indemnity in her history (£67% million) was -
imposed on China and foreign powers gained the right to station
troops on Chinese soil along the railway between Tientsin and Peking,
and in Peking itself.

In 1904 Britain invaded Tibet. In 1904-5 Japan and Tsarist Russia
fought over Manchuria and Korea, Japan winning and securing a
special position in Korea and South, Manchuria. Between 1908 and
1910 German, British, French and United States banks formed a Four
Power Consortium to apportion railway building and other financial
investments in China. In 1910 Japan finally annexed Korea. By
that time the Manchu Government in Peking might as well not have
existed.
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